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ALLEN W, DULLES: Don, ladies and Gentlemen: %Pos aibly
you should have had the cocktails before and not after the first oﬁf the
two Keynote speeches. I

I am really very deeply honored at having been asked to ii:a with
you today. I have long followed the work of the CED, and 1 have always
admired {t, |

I propose, as suggested by those who invited me, tln spea;k quite
informally from a few notes that I have here. .

It is encouraging these days to hear a kind word for Intelligence.
From time to time I get a little irked at having to bear the bruntia.i the
charge of failing to report practically every development that oc;:urs
1n the world. I can't get up and say, "Gentlemen, we reported on that
faithfully and fully.”  Sometimes, and quite often, this would be true and
sometimes not, 1 have never computed what our baiting average is,
but it is not bad, and it is not bad particularly in the field that is interesting
us today.

I can say, however, that in the years I have been in this wévork -
and I have now been in Washington at this job either as Deputy m-f Director
of Central Intelligence for about seven years, - I have found a growing
recognition of the essential importance of Intelligence to the poliéy-making

function, and I have found & growing willingneas on the partofthe
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policymakers to listen to Intelligence, to seek Intelligence, and to b?e
guided by it, |
When they are not guided by Intelligence it is very largely du:e to
the fact that we didn't gét the Intelligence before the policy-makers with
the right emphasie and at the right time.
Looking back over the recent Soviet development of their guided
miesile program, Intelligence has a pretty good r.ncord.. But I don'f think
we succeeded in getting over to the policy-makers the whole impaﬁtéai
that program. I hope to be able to improve performance in the futﬁre
because it 18 not enough merely to report day by day particular events as
they occur in the world. Somebody must pull that intelligence toget:her
and put it forcefully before the policy-makers so that they may reﬂéct it in
their actions. |
Turning to the subject that you have assigned, ~ and I think, éleoking
back, as Don said, it took & good deal of prescience to have chosen a subject
as pertinent as the one you have given to us, ‘"The Competitive Struiggle
Between American Enterprise and Soviet Communism, ™ « 1 shall st;.rt out
by saying that I think it is a fallacy for us to assume that free anteriprise
necessarily and Inevitably will out-produce in all sectors a state wh;ose
economy is controllied by a Fasciat or Communist type of state dieta:torshiP.
We often tend to fall into that error, - the idea that inevitably our
system, the free enterprise system wiil come out on top. Naturan;r.
I believe in the free enterprise system, with all my heart and soul, :hut

we must look facts in the face,
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In the days before World War II, there were sad mistakes made
in Britain and other countries in failing properly to appraise the G;rman
advance in the field of aviation, I; was partly because of the type nf
government that Germany had unéér Hitler, a government that the :Wast
rightly despised - that we felt there were more shortcomings in their
economic development and military accomplishment than there reai}_.y were,

As we look back at our attitude toward Japan, when we ente_re_d the
war in 194l, a good many felt that we would not meet the type of ra;siatance
that we did meet.

The issue, as I see it, is the objective and the goal of free éenterpriae
and where free enterpriha puts its empl;uia as contrasted with sta?te«
controlled enterprise. It is natural and proper, under normal conf.ﬁtions, that
free enterprise should concentrate on the development of what the ?eople
need to improve thelr livelihood and to raise the living standard.

State~controlled enterprise on the other hand concentrates (;m
those goals that are fixed by dictatorial leaders. These goals com?e
first and what the mage of the people want come» second. Maybe, éas 1
will develop later, it i{s hard to carry on that policy indefinitely because
some day the people will speak out. They haven't yet reached thatépoint
in the Soviet Union, |

in the case of dictatorially fixed goals, these usually are m;ilita.ry.
and that is clearly so as regards the USSR, Therefore, it is no wc;nder

that from time to time we will have the shock of finding that they h;.ve
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outstripped us in certain areas, particularly military areas, where tl;wy put
the major emphaels, as for example, the Soviet has done in the missile fleld.

I'd like to add here parenthetically that in my job I do not make
comparisons between the USA and the USSR in such fields, 1 am not a?r.x expert
in our own missile program. What I try to do is learn all I can about the
Boviet.

In the field of making Intelligence estimates, the need for s%ome
impartial net evaluator is obvious. Intelligence should be raaponsibl# for
giving the status of the Soviet Union in a particular field and this shozuld then
be contrasted witﬁ expert aévice as to where we may bé in that fleld. The
policymakers are entitled to have such net evaluations and to have tham on
the basis of the most competent authority and at regular {ntervals, |

If the USSR is ahead in missiles, I don't think there is any reason
to seek some mysterious and esoturié answer. The fact is that sinceé 1945 they
have spent here more manhours than we and under highly competent ﬁcientiﬂc
and technological leadership with the necessary tools and equipment, ' Under
those circumstances it would be understandable if they were ahead oféua today.
As 1 e2id a moment ago, history is full of examples where the well-fod,
well-clothed, high standard of living countries failed fully to compraiiand the
éxtent and nature of external threats, You can find this in the Greek and Roman
days and right on down to Englandvaad. France before World War II, and in

our own history.
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And now we have the shocks that have come {rom sputniks and
guided missiles in the hands of others., I may say that Intelligence was not
surprised at the timing of putting the Sputniks into orbit, We estimated that
with the capabilities and the priorities of the Soviet they would do it sometime
this year. That was a fairly well accepted possibility. What was not
anticipated fully was the shock that this would be to the country and to? our Allies.

Maybe in the long run it is fortunate that some years ago we had the
Korean Wa.i- to arouse us to our own problems and to serve as a clearé alert
of Communist ambitions and potentiale. Maybe in a few years we will look
back on the sputniks and bless our stars that they were sent up in 1957; and
not held back until 1959, | |

It is hard to get over certain miwconceptions about the atrex@gth and
capabilities of the people of the Soviet Unisn. Many of us still look o::x them
as peasants and muszshiks. We have 80 low a regard for their form of égcvernment
and their oppressive police«type state that we rather assume that prol:;abiy
they are not very successful in other activities. It is hard for us to see how a
state oréanizad a6 the Soviet state is can get the best in work and acc;ampliah-
ments out of their people, Only those who have studied it deeply, as i:ave
most of you, can realize and appreciate the atrength of their development.

In the Intelligence community we assume, and for some years have
assumed, that what we in the Western World can do in ecience and technology
the Soviet Union can also do. As a corollary to this, as I said beforoi if they

put more time, eifort and resources in a given field, they will do betﬁer than
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wa in that fleld, It is, of course, a great advantage, as I am told by all
scientists, to know that a certain thing is doable, the Soviet Union haséproﬁted
by this in many flelds, particularly in the nuclear fleld. Thelr espim;age
also played somae role here. We can profit in the field of missiles by a

study of the Soviet technology and progress.

Now for a moment I wish to considsr the basic Communist
sssumptions, and I will keep watch of the time so that I don't cut you éii,
Clarence.

MR, RANDALL; Carry on.

MR, DULLES: What are the basic Communist aasumptioni? They
believe fundementslly that capitalism and free enterprise and the Communist-
Socialist dictator type of organimation are incompatible and that some zda.y
# showdown will ¢ome unless meantime they win by attrition and aubvaérsian.
If the conflict comes, they propose to havs the toole to win in that conflict,

I don't think they are looking for war at the present time oz% in the
immediate future. Until they feel much better prepared than they a,rei today,
they will preach coexistence in order to have an sdequate peried to coimplete
their own preparations. i

If during this period they gain a massive superiority over \ia in any
. exucial fleld they will feel that they can press their advantage diglam;ticaily
with ever-increasing boldness. And sven if there is a2 nuclear dslivex;y
stalemate, which isone of tixe possibilities we foresee, they would ho%pe that

because of their paﬁfi:icﬁlarg type of government, they would have a negotiating

£
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advantage because of their willingness to use tactics of blackmail. |

In order to provide a basis for this policy they have concent::ated
on three main lines, (1) building up their industrial strength, particulaiwly
heavy industry; (2) concentrating on gaining superiority on a seiectiveébuis
in the military fleld, and (3) economic penetration and subversion particularly
in the underdeveloped areas of the world.

Some military phases they apparently by«paass. They have %w aircraft
carriers, And now we are somewhat puzsled but interested in the statement
made by Khrushchev that aircraft soon will be museum pleces. We haqum't
found them as yet putting theirs 1;1 any museumns, They are carrying ;a.ltmg
hﬁ the alrcraft field although at a rate that is slower than we had anticiipatad
two or three years ago; in particular they are not building as many he;vy
bombers today as we thought they would be building and as they could build
if they were putting major emphasis there.

Of course, no state can put major emphasis in every fleld, and the
Saviet are undoubtedly lirnited, just as we are, by having to make cetétain
choices.

It is forty years since the Communist take-over in Russia. Almost
half of this period was occupied by external and internal political strife after
World War I and by the years of World War I and the postwar reorga:f,\izatian.
Thus they have had only about twenty-five years to consoclidate their iti;dustrial
strength, They took the United States as & model and they still axe bérrowing
all that they can from us particularly in the heavy production and indu;stry field,

borrowing techniques rather than buying goods.
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By chmaling a large shars of their total effort into heavy mdustry
and into their investment hase they have achieved a high rate of grcwth here
but at a cost, of wmurse, to the Soviet r.‘:onaumer. Today the Soviet gr?u
nationsl product, we estimate, is less than foréy per cent of ours, but of that
total Soviet defense takes about fifteen per cent compared to only nine per cent
in the United States.

Further, owing to the relative efficiency of the Soviet miiit;ry goods
industries, the low pay for military conscripts, and the moderate coaét base
for many commodities that go into their military machine, we e&tima%a that
the total dollar value, if it were translated into dollars, of their dafexiue
expenditure is roughly equal to ours. They are accomplishing this on a basis,
as I said, that iz barely forty per cent of wours today.

If we put in a comparable defense effort in terms of propar?tion
of G.N. P, -~ we would be adding almost $20 billion to our own éafansée budget.

One can ask, how long are the Soviet psoples going to tolar;ate this
at the expenae of their standard of living? It is not euy to answer. Wa must
recognize that there has been some improvement in thu Russian ntandaré of
living over the past ten years, and further improvements are expecteid over
the next five years as a result of a shift in the planned investment, teé some
small extent, from heavy industry to agriculture and houeing.

Recently they have been forced to divert a good bit of their%manpower

and resources to improving their rather dilapidated agricultuml poaition.
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That is one of the Achilles' heels of the Soviet Union,
Turaing now to their military accomplishment; in 1946 the !;'reve
World had a monopoly in long-range atreratt and !.n the nuelear field,
slectronics and jet propulsion. Today, sleven years later, Soviet technology
is approaching ours in thehs fields, although our nuclear stockpile mu exceeds
theirs, we believe. It has probably outdistanced us in certain of tkon;s respects,
In the guided missile field they started in by taking over th; German
assets, Beginning shortly after the war end they have followed a xdugned
program in the missiles field and have put a major mphuisr on that, Starting
with the German V-2 of about 130 to 200 mile capabllity, they have de;zeloped
thelr fcchnlqn&s until today we must recognize that in the short and i:;ztarmediate
fields they have done extremely well. Now they have started testing tke
lenger-rangs missiles.
Ia avistion they are at somewhat of a disadvantage becsunéfrom
overseas bases we could reach their heartland with types of planes wﬁch
they would have to expend in oneway missions if they wanted to use them
against us,
It is probahbly for this reason that they are concentrating on the
guided missile as their weapon of the future although, asl eaid, thoy are
not yet neglecting their bomber position and have a very large and effecﬁve
intermediate bomber of the same general type as our B.47 and a cari::ain
sumber of heavier bombers. :
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In addition to their industrial base and their military aitruct%ura,
there is today a third main element in the competitive struggle of Snviet
Communism versus the Fres World; rixmely. the economie, political and
subversive penetration particularly in the Middle East, South and Southeast
Asia and even parts of this hemisphere south of the Rio Grande. Long befors
Sputnik, the péﬁpiﬁ in these areas were tremendously hnpuugd at the
transformation which had taken place in the USSR in less than four decades
bringing the USSR from 2 backward country into the position of the wcérld* 8
second greatest power and a leader in the sclentific field. The Sputrﬂ?k has
helped that along, of courss. |

Unfortunately, the lessons of Hungary and of Soviet colonialiem
don't seem to have seeped down in these areas of the world, The USS%R has
-been guick to realize and capitalize on the situstion created by the ;da%-niraﬁon
of some of these backward countries. They have been able to capitalize on it
in part because they have been willing to take the raw materials produced by
these countries which obviously we can't do. Take Iceland, They made &
penetration in Iceland because they buy their fish, We have a plethcrfa of
fish. Their position in Egypt has been strengthened by many factors, in part
because they take Egyptian cotton. The Sudan ha# a serious prohlam?in
moving its cotton and the Soviets step in there with attractive offers.

The Communist bloc foreign aid do®# not approach ours in value

on an ovarall basis, They have concentrated on certain countries where they

think they can make the most impact, - Afghanistan, Burma, Camboafiia.
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Egypt. lceland, India, Indonesia, Nepal, Syrie, Yemen, Yugoslavia,

Over the last three flecal years through '57, the USSR prng_riammed
sconomic aid to these particular countries was slightly greater than our own
according to our computation. We sstimate that the bloc's ald is about 1. 2
billion as against our nine hundred million dellars of aid to these ccunt?ies.
Also {n these particular countries they have more technicians. of cauz;se,
as I said before, our total program is very much greater than theirs. In fact,
over the last three years it was about ten times that of the bloc, but inémany
countries the bloc doesn't compete with us. They are very careful in the
choice of the countries where they put their emphasis.

There is no reason to doubt that the Soviet can continue the #hraa
programs I have mentioned; that is, the bullding up of their industrial ibasa.
continuing to make great progress in certain selected military fields, and
. earrying on {oreign economic and subversive program on at least the scale
they are doing today. The Soviet will be able, to do this despite the s-;,rstem of
government under which these programs are carried on, and the other draine
on their economy.

begun . 1

They have, however, slowlyfto modify their system, and that is a
truly encouraging feature. They have gﬁ'en more fresdom to the scientists
gnd technicians, and in order to build up their economic and industria? base
they have instituted a massive educationsl system. They are nducatin%g more
scientists today than we are. They have also had to decentralize the c?:cntrol

of their industrial machine,
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Now I believe firmly that over the years the pressure of this
sducation, the pressures of these migntiﬁc and other achievements, the
pressure of this decentralization will bring more changes in the Soviet Union.
The great problem is whether those changes will go far enough and deep enough
and fast enough 80 that when the time of crieis comes there will be some real
check on the dictatorial power of the leaders in the Kremlin. |

In con¢lusion I wish to add & word of warning. We must not lst the
Sputnik become a Trojan Horse, We should not go missile~mad to thci:
exclusion of adequate defense against other dangers. While locking at;. the
sky, we must not let the Soviet through economic penetration and subverasion
run away with other parts of the Free World, :

I am convinced that we can meet the Soviet threat to the mﬂiitary
and subversive. Whather we can do it with "business as usual” is a nﬁatter
that you can judge better than I.

Thank you very much. :

CHAIRMAN DAVID: [ just asked Mr, Dulles if he would be éwilling
to answer questions which I know seme of you may have. So if we ma.;r take
perhaps five minutes for that, I would like, Mz. Dulles to ask you this;

How about the near bases of Russia against us; that is the Russian euﬁ:;marinea
off our coast? Will you comment on that? |

MR. DULLES: Yes, I am glad you brought that up becauu? I

probably should have mentioned that in my talk,
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The Russians have a large submarine fleet about 500 in all, A good
percentage of them are the modern snorkel-type submarines, and we Qa!ieve
that these submarines could be equlpped with the air.breathing type ofi
guided miuii«. We do not believe that as yet they are equipped for th; true
ballistics miseile, Thatisa matﬁér on which they are undoubtedly wairking.
The submarines do represent potential floating bases which joined with 2
nuclear attack '&auld be & very seriocus inerement to their total nuciea? power.

CHAIRMAN DAVID: Stay right here hacagx;e thers may be éo:ma
other questions.

QUESTION: Mr, Dulles, how do you evaluate the effect of é‘mr
own integration prohlems in this struggle for power?

MR. DULLES: What do you mean, the Southern problem?

CQUESTION; The Little Rock problem. |

MR. DULLES: The Little Rock problem. Well, obviously that has
had some effect on the public opinion situation abroad, but not as muc"h as I
had anticipated. However, anything of that nature that tenda to show %uvision
in this country is a disappointment to our friends and is an asset to our
potential opponents. 4 i

MR, PETERSEN; Will you comment on the relative power ?yosition
of the military and the Communist Party in the Soviet? |

MR, DULLES: Howard, we are satisfied that today the Party is
on top. Whether it will remain there forever is hard to tell. The Soxériet

military, as you know, have not mixed in politics, but politics has mixed
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in the Soviet military establishment. And I am rather inclined to think that
they were a little apprehensive that the Soviet Army was getting too
independent of the Party, and that was one of the reasons for the depar%ture
of Zhukov. But at the moment the Party is supreme but is keeping a v;cather
eye out for developments in their military forces that might threaten itis
position. |

QUESTION: Mr. Dulles, would you be willing to say how laixg
ago we knew that the Russians would he able to put up & sputnik in 1957??

MR, DULLES: Well, Intelligence doés not claim to know
sbsolutely, but the estimate that we made was that they would have the;
capacity to do it during the present year. That was estimated about 2 year
before the event.

CHAIRMAN DAVID: Thank you very much indeed, Allen, ;W'e are

most appreciative of your coming and giving us your comments,
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